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CORPORATION !IS 
THE LEADING CANADIAN SUPPLIER OF FROZEN AND 
REFRIGERATED STORAGE, DISTRIBUTION AND PROGESSING 


SERVICES TO THE NORTH AMERICAN FOOD INDUSTRY. 


THE COMPANY OPENED IN 1946 AS B.C. ICE AND COLD 
STORAGE COMPANY, PROVIDING PROCESSING AND FROZEN 
WAREHOUSING SERVIGES TO CANADA'S WEST COAST 
FISHERY. AS THE FROZEN AND REFRIGERATED FOOD 
INDUSTRY HAS GROWN AND EVOLVED, VERSAGOLD HAS 
KEPT PACE WITH A STEADY EXPANSION IN SERVICES AND 


FACILITIES. 


TODAY, VERSAGOLD OPERATES 23 TEMPERATURE- 
CONTROLLED FACILITIES, AND THE ONLY INTEGRATED 
NATIONAL REFRIGERATED DISTRIBUTION NETWORK IN 
CANADA. ONE OF THE LARGEST COMPANIES OF ITS KIND 
IN NORTH AMERIGA, VERSACOLD SERVES MORE THAN 
1,700 CUSTOMERS, INGLUDING FOOD PRODUGERS AND 
PROCESSORS, WHOLESALE AND RETAIL DISTRIBUTORS, 


HOSPITALS, RESTAURANTS AND INSTITUTIONS. 
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Free Cash Flow 
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VERSACOLD CORPORATION WAS GHALLENGED IN 2000 BY OPERATIONAL ISSUES THAT 

WERE GREATER THAN WE APPRECIATED AT THE OUTSET OF THE YEAR. WHILE THESE ISSUES 
WERE LARGELY CONTAINED WITHIN A FEW OF OUR CENTERS, THEIR IMPACT WAS FELT ACROSS 
OUR ORGANIZATION. AS THE YEAR UNFOLDED, DESPITE STEADY PROGRESS TOWARD IMPROVED 


PERFORMANGE, IT BECAME CLEAR THAT WE NEEDED TO ADDRESS SPECIFIC PROBLEMS. 


In tandem with the corporate focus on operational excellence we announced in our 1999 annual 
report, we took a head-on approach to dealing with our operating issues. It wasn’t an easy year, 

but we accomplished a great deal. Versacold now has better-defined priorities. Our operating practices 
reflect a more disciplined approach to the business. We are poised to move forward from a position 

of renewed strength and confidence. 


FAMNCAGNTGsIFAN ROE SsUsE Ties 


For the year ended December 31, 2000, Versacold generated revenues of $128.4 million, up seven 

per cent from 1999 revenues of $120.2 million. Direct profit contribution increased by $1.5 million to 
$31.8 million from $30.3 million in 1999. Cash flow from operations decreased by $2.5 million [$0.26 
per share] to $6.6 million [$0.68 per share] from $9.1 million [$0.94 per share] in 1999. Net income 
decreased by $0.5 million to $0.9 million [$0.10 per share] compared to $1.4 million [$0.15 per share] 

in 1999. The net income recorded in 2000 is attributable primarily to the recovery of future income taxes 
resulting from a decrease in future federal basic income tax rates. 


The year’s financial results both reinforce the core strength of our business and reveal the extent 

of the difficulties we’ve experienced, which stem back as far as 1997. Versacold’s 2000 revenues were 
the highest in the company’s history, but cash flow was substantially reduced by expenditures related 

to prior years, special charges and restructuring costs. Without these costs, which totaled $3.9 million, 
2000 cash flow was $1.09 per share. Excluding both these costs and the recovery of future income taxes, 
earnings were $0.23 per share. 
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In January 2000, when | assumed my interim role as Chief Executive Officer, | anticipated that 
| would be turning over the reins to a new president and CEO by the end of the second quarter. 
In April, the Board determined that we should suspend our CEO search to evaluate available strategic 


alternatives. These included a possible merger or sale of the company. Our goal was, and remains, 
to maximize shareholder value. 
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With CIBC World Markets as our financial adviser, we undertook a formal, 
six-month evaluation process. This process generated expressions of interest 
from a number of parties but did not produce a viable strategic alternative 

for Versacold. We resumed our CEO search in October and, because of 

the ground work laid in the first quarter, were able to successfully conclude 
the search prior to year-end. 
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Throughout the year, we proceeded with initiatives aimed at capitalizing on the 
potential of each of our facilities and our national distribution network. We are working to put in place 
the right people, processes and tools to improve productivity and performance across our organization. 


We still have a long way to travel on the road to operational excellence, but we’ve made a sound 

start. Our progress is reflected in our increased revenues and improved customer service. Over the past 
12 months, customer claims have been reduced by one-third. Our turnaround time for resolving accounts 
receivables, claims and other customer issues has also been reduced significantly. 
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On January 29, 2001, with the company in far better shape operationally than it was just 12 months 
ago, Versacold was pleased to welcome Brent Sugden as our new president and CEO. Brent has a long 
and distinguished operations-based background in supply chain management, distribution and logistics. 
He brings demonstrated leadership and change management skills together with a keen understanding 
of the technological needs of our industry. 


In closing, | extend the company’s sincere appreciation to retiring directors Tony Arrell, Tom Smyth, 
Fred Wright and Yvan Bussieéres for their dedicated service. Mr. Arrell, Mr. Smyth and Mr. Wright joined 
Versacold’s Board in 1993. Mr. Bussiéres became a director in 1996. We thank each of you for your 
contribution to the company. 


On behalf of the Board, | offer special accolades to Versacold’s employees across the country. 
As a group, you rallied with admirable vigour and tenacity over the past 12 months to the challenges 
created by an environment of continual change. 


We also extend our appreciation to Versacold’s customers, who are our partners in change, for the 
opportunity to contribute to the success of their businesses. 


And, finally, we acknowledge our shareholders for their continued confidence in the company, and the 
potential of our people, our facilities and our national distribution capabilities. 


San Ghost 


Sam Gudewill 
Chairman of the Board 
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What attracted you to Versacold? There were 

a couple of reasons. First of all, with 23 facilities, 

a broad base of 1,700 customers and a national 
presence, Versacold has the critical mass to be 

an even greater force in the marketplace. The other 
factor that appealed to me is that the company 

has been operating below its potential for the last 
several years. This is clearly reflected in its share 
value. There is a huge upside available for the 


company through performance improvement. 


Can you summarize your background in the 
industry? | have an operational orientation with 

25 years experience in distribution logistics, working 
with food and other products in both the refrigerated 
and non-refrigerated sectors. I’m well-acquainted 
with both the warehouse and transport sides of 

the business. I’ve worked for both public and private 
companies, and I’ve worked in what you would 

call an in-house situation, as well as in third-party 


logistics. 


What perspective do you bring as the company’s 
new president and CEO? Our industry is highly 
competitive and you have to earn your place in 
the market. How well you operate your business 
every day will ultimately set the limit on where you 
can go. | believe that operational excellence is the 
engine for financial performance, which is what 
enables you to invest in state-of-the-art business 
tools and facilities, which in turn allows you to gain 
market dominance. | am prepared to start at the 


beginning of this chain knowing where it leads. 


Does Versacold’s change in leadership signal 


a change in the company’s business strategy? 
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No, but I’m working hard to make Versacold 
more responsive. Just as each customer has 
unique needs based on product type, handling 
characteristics, lead times — the list is long — 

we have 23 unique facilities, no two of which 

are exactly the same. A one-size-fits-all approach 
doesn’t work. No one knows this better than the 
managers of our facilities. We have been busy 
moving some of the controls and accountabilities 
back to these managers, giving Versacold a more 


decentralized orientation. 


We have also reworked corporate goals, objectives 
and Key Performance Indicators, the measures that 
Versacold has established to manage performance, 
to line them up more closely with the needs of our 


customers and shareholders. 


What steps have you taken to support the diversity 
of Versacold’s distribution centers? We’ve changed 
the reporting lines to reflect the decentralized nature 
of the business and to emphasize operational 
ownership. | now receive reports directly from the 
heads of our Pacific, Prairie and Eastern operating 
regions rather than a single report from a national 
operations head. Regional heads now have 
complete responsibility and accountability, and far 
greater control, over what they’re doing. We have 
also decentralized the marketing of our business. 
Regional marketing people now report directly to 


regional heads. Transport is being handled similarly. 


What other action have you taken since joining 
Versacold at the end of January 2001? When there 
is a change at the top, there is an early window of 


opportunity for sensible change. In fact, there is an 


expectation of it. For reasons of fiscal restraint and 
in the interest of having a nimble, highly responsive 
organization, we have eliminated about $2 million 
in corporate salaries and benefits. We have also 
halved travel budgets and economy class has 


become the only class. 


Do you plan to focus on specific aspects of 

the company’s operations? Yes. Moving forward, 
we will be turning our attention to accuracy in 

filling customer orders, timeliness of inbound and 
outbound freight movement, labour planning — 

the single largest controllable cost in the business — 
as well as productivity tools, timeliness of delivery 


and employee turnover. 


We will also be applying true costing to both the 
warehouse and transport segments of our business. 
We will be checking to see whether the services 
we're providing are aligned with the revenues we’re 
receiving. We want to make sure that our effort and 
the level of service we offer are consistent with the 
revenues generated. In addition, we will be pushing 


up occupancy levels in our warehouses. 


What do you feel are Versacold’s greatest 
strengths? Within Versacold, there is a culture 

of change acceptance. In fact, our people embrace 
change. We don’t have barriers to break down 

in order to move in new directions. We also have 
an incredible base of industry knowledge, a group 
of ‘can do’ people who know their business. There 
is a core of management and operations people 
who have virtually hundreds of years of combined 
experience. This intellectual capital is more 


valuable than anything else we have. 


What are the greatest areas of opportunity for the 


company? Operational improvements can and 
will be a driver for much higher earnings. We have 
the broadest supply chain service menu in the 
frozen and refrigerated food industry, and we offer 
it on a nation-wide basis. That’s a tremendous 


foundation for making this company more profitable. 


What does the future hold for Versacold? 

We'll be marketplace leaders — in public refrigerated 
warehousing, in transport and in third-party 
logistics, where Versacold is partnered with the 
world-class Exel Logistics organization. Our first 
order of business is to give each of our three 
groups of stakeholders a competitive advantage... 
a service advantage to our customers, an earnings 
advantage to our shareholders and a preferred 
workplace to our employees. By staying on track 
with the steps we have already taken, I’m confident 


that we’ll be very successful. 
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VERSACOLD’S INTEGRATED NETWORK OF 23 REFRIGERATED AND FROZEN FOOD 


DISTRIBUTION CENTERS PROVIDES APPROXIMATELY 56.6 MILLION CUBIC FEET 


OF REFRIGERATED STORAGE CAPAGITY, AND A FULL RANGE OF TEMPERATURE-CONTROLLED 


DISTRIBUTION SERVICES. FROM THESE FAGILITIES, THE GCOMPANY CAN SERVIGE VIRTUALLY 


ANY ASPECT OF A CUSTOMER’S TEMPERATURE-GONTROLLED FOOD HANDLING NEEDS 


INCLUDING THE STORAGE AND MANAGEMENT OF RAW INGREDIENTS, PROCESSING 


AND FREEZING, 


AND NATIONAL DISTRIBUTION. 


NATIONAL 


DIST Ri.B UT oN 


Network 


logistics program design 

blast freezing 

handling and cold storage 

cross docking 

order assembly 

inventory management 

shrink wrapping 

data entry and invoicing 

freight consolidations — Less Than 
Truck Load (LTL) services 

city deliveries and Direct Store 
Delivery (DSD) programs 

on-line inventory screen access 
Electronic Data Interchange (EDI) 
complete third-party distribution 
services 


PACKAGED 
(COO) (DS) 


— blast freezing 

— handling and cold storage 
— cross docking 

— order assembly 


— inventory management 


— shrink wrapping 

— stamping, stickering 

— weight tallying 

— container loading/unloading 
— export documentation 


— transportation services 


INVENTORY MANAGEMENT, AND COMPLETE THIRD-PARTY LOCAL, 


REGIONAL 
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Berries and Agricultural 


Individual Quick Freezing (IQF) - 
specialized conveyor through a 
blast tunnel 

case, pail or drum freezing, 
handling and storage 
trichinosis treatment 

repacking into totes or cartons 
boxing services 

quality control services 

truck or container loading 

for export or delivery 

export documentation 
transportation services 


Fish & Seafood 


boat unloading 

Individual Quick Freezing (IQF) - 
roe herring and ground fish fillets 
brine freezing — herring/crab 
rack freezing — salmon 

handling and cold storage 
grading 

heading and washing 

glazing 

boxing 

inspection services 

container loading or unloading 
export documentation 
transportation services 

ice sales 
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IN 2000, TO CREATE VALUE FOR CUSTOMERS AND SHAREHOLDERS, 

VERSACOLD LAUNCHED A CORPORATE FOCUS ON OPERATIONAL EXCELLENCE. 

WE IMPROVED OUR BUSINESS PROCESSES, INVESTED IN OUR PEOPLE AND EXPANDED 
OUR TECHNOLOGY CAPABILITIES. WE ALSO TURNED OUR ATTENTION TO THE 
RESOLUTION OF SOME FUNDAMENTAL OPERATING ISSUES IN AREAS SUCH AS CUSTOMER 


CLAIMS AND PALLET MANAGEMENT. 
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The past 12 months were difficult, but productive, for our company. The year’s challenges 
came mostly from within, as we wrestled with operational issues that, although isolated to 

a few of our centers, were more deeply rooted than we realized. At the same time, Versacold 
was Challenged by continued pressure from customers to reduce our costs and, to a lesser 


extent, by increased competition. 


In 2000, we expected to see strong improvement in our operational performance, 
generated primarily through our National Distribution Network. This improvement did not 
materialize. On-going problems at our Walker Center in Toronto, our largest facility, again 


resulted in significantly under-utilized capacity. 


Other parts of the network, specifically warehouse operations and harvest crops, continued to 
deliver solid performance. A particularly notable achievement was the effective management of 
unexpected, considerably increased volumes from both of our largest customers in Manitoba. 
We were also successful in re-acquiring a regional distribution contract that had been awarded to 


a competitor. Versacold subsequently assisted this customer in establishing a national presence. 


A number of initiatives were introduced in 2000 to improve the performance of our network. 
One of the year’s important undertakings was our corporate focus on operational excellence, 
and the initial progress we made toward this ultimate goal. To create value for our customers 
and shareholders, we improved our business processes, invested in our people and expanded 
our technology capabilities. We also turned our attention to the resolution of some fundamental 


operating issues in areas such as customer claims and pallet management. 
ENG ANICHINGG =S:ERV ICE, © USAIN IY “ANID VA IAURE 


At Versacold, we’re working hard to provide more responsive customer service at a lower cost — 
and we’re making good headway. In 2000, we progressed on-schedule with the implementation 
of an employee-driven best practices initiative called “Moving it Right.” Through training, 

better planning and better communication, this initiative is giving our employees the information 


they need to do their job better. 


During the year, we concentrated on “Moving it Right” through the roll-out of consistent, 
standard operating procedures (SOPs) at our four national distribution network hubs, as well 
as at two regional centers. Developed in 1999, these procedures are designed to support 
Versacold’s integrated delivery of warehousing and transportation services. Each employee 


at all six centers received training customized to their individual responsibilities. A stand-alone, 


self-paced instructional program for new employees was also introduced and successfully piloted. 


Versacold was recognized in 2000 by the Quality Council of BC for our introduction of SOPs. 
We were honoured to receive the Council’s Bronze Award. Other indicators of our progress 
toward operational excellence include a 33 per cent reduction in our customer claims rate and 


a 25 per cent improvement in our outstanding days rate for accounts receivable. 
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PARTNERING WITH EMPLOYEES 


Appreciating the impact of turnover on labour costs, Versacold continues to seek new ways 

of creating a better working environment for our people. Our investment in this area is generating 
measurable results. At one of our centers, where we piloted a spending account benefits 
program and wage progression plan for part-time employees in 2000, our turnover of part-time 
employees was reduced by two-thirds. The center’s overall turnover rate was reduced by nearly 


50 per cent. 


Other successful initiatives included the company-wide rollout of an employee handbook 

that establishes standard terms, conditions and policies for hourly employees. We also 
expanded the peer review process we introduced for managers in 1999 to include supervisors. 
In addition, we launched a company Intranet which has already proven to be an extremely 


valuable internal communication vehicle for our company. 
PUTTING NEW °TECHNOLOGITESS TO WORK 


Versacold’s business strategy is supported by a comprehensive information technology (IT) 
strategy. We continue to expand our systems capabilities to provide customers with better 
information access and to improve the quality of information available to manage our business 


on a daily basis. 


In 2000, we implemented a new Electronic Data Interchange (EDI) service for our customers. 
We also reorganized our EDI capability to improve set-up time for our trading partners — 
from six weeks to two weeks — and to reduce transmission errors. As a result, Versacold 


achieved a perfect record in terms of error-free EDI transactions. 


In the latter part of the year, we evaluated the warehouse management technologies that 
are now available to Versacold. In 2001, we will prepare for the installation of a new Warehouse 
Management System (WMS) by building a platform to more effectively integrate information 


across all our systems and by upgrading our existing order management and processing system. 


Finally, we upgraded our computer network and servers to increase capacity and 

performance, and to prepare for the launch of a new software architecture strategy in 2002. 
This strategy is a building block in the development of our e-commerce strategy and a precursor 
to the creation of web-enabled customer access. We want to make it as easy as possible 


for our customers to do business with Versacold. 
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By nature, our business is energy-intensive. Keeping food products refrigerated or frozen 
requires a lot of electricity and managing our energy costs is a key priority. Versacold’s success 
in this regard was most apparent in Alberta, where we channeled significant corporate resources 
to minimize the impact of energy deregulation on our customers. On January 1, 2001, Alberta 
became the first Canadian province to convert from a government-regulated power supply 
system to a deregulated market-based system. Increased demand driven by the province’s 
vibrant economy, together with supply shortages and rapidly rising natural gas prices, triggered 


a three-fold increase in electricity costs. 


In anticipation of higher prices, Versacold entered into longer-term power supply 
agreements in order to cap our cost increases. We also introduced programs to both reduce 


overall consumption and reduce consumption at peak demand periods, when prices are higher. 


Across our network, we continued to implement capital upgrades to reduce energy 
consumption throughout 2000. These included a number of waste-heat recovery projects. 
Major energy efficiency retrofits were also completed on the refrigeration plants at Versacold’s 
facilities in Lethbridge, Alberta; Lynden, Washington; and Montreal, Quebec. Our innovation 


in energy management was recognized during the year by several noted industry publications, 


including the Canadian Industry Program for Energy Conservation Newsletter and Plant Magazine. 


Versacold will continue to aggressively manage energy usage and costs. 
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The optimization of our national distribution network remains an important long-term priority 
for Versacold. In 2000, as is reflected by our year-over-year revenue increase, we expanded 
our business within the network. However, the revenue growth we achieved was not manifest 
in our bottom line. In the year to come, we will continue to focus on the integration 


of our transport and warehouse operations in order to drive improved financial performance. 
DELIVERING ON OUR POTENTIAL IN 2004 AND BEYOND 


As we proceed towards operational excellence through 2001 and beyond, we will 

concentrate on managing and measuring our performance. Across our organization, greater 
personal ownership and responsibility for results will underpin operational excellence. Specific 
individuals at the site level have been made directly accountable for the basic building blocks 
of their business: customers, employees and operating results. Decentralized decision-making 
will enable us to respond more quickly to customer service issues. Increased emphasis 


on scorekeeping will enable us to track and improve our performance. 


In keeping with our new, decentralized approach to managing our business, the application 

of best practices by Versacold employees will be reinforced by the managers of our 23 centers. 
Each of these facilities will operate on a more autonomous basis and performance will be 
measured against newly refined Key Performance Indicators (KPIs). These measures provide 


a framework for Versacold’s performance management program. 


Versacold now has very clearly defined accountability in place for results against 26 KPls 
covering four areas: customer service, operating efficiency, financial results and customer 
results. Center management will be reporting on KPI results on a regular basis and targets 


for improvement will be established in each area. 


At the same time, we will continue to focus on improving our bottom line through better labour 
cost management. Labour remains Versacold’s single largest variable cost and a major area of 
potential for improvement. We will be using a number of labour productivity tools with an 


emphasis on better planning and scheduling. 
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Through the year to come, we will concentrate on enhancing our performance through 

better management of our customer relationships. At each of Versacold’s distribution facilities, 
we will be matching our capacities and capabilities with the needs of our customers so that 
we evolve toward a more optimal customer and product mix. To improve our profitability and 
realize the full potential for efficiencies within our multi-client environment, we must have the 


right relationships with the right customers. 


As Canada’s only national third-party provider of fully-integrated temperature-controlled 
distribution services, Versacold retains a sharp competitive edge. Our business strategy remains 
soundly supported by strong growth fundamentals in the refrigerated distribution sector of the 


food industry. 
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Versacold Corporation is Canada’s only national supplier of public refrigerated warehousing 

and distribution services. It offers food industry customers a full range of temperature-controlled, 
integrated supply chain management services, including warehousing, food processing, inventory 
management, less-than-truckload transportation, warehouse-based distribution and direct-to-store 
distribution services. The company operates 23 warehouse and distribution facilities providing 
approximately 56.6 million cubic feet of refrigerated and frozen storage capacity in key Canadian 
markets and in Washington State. 


During 2000, Versacold’s revenues were bolstered by increased throughput at the company’s 
Abbotsford, B.C. facility arising from a long-term supply agreement with Overwaitea Food Group 
and increased throughput at the company’s Winnipeg facility. However, lower capacity utilization 
at Versacold’s Walker facility in Toronto continued to have a significant, negative impact 

on results. 
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Fiscal 2000 Compared to Fiscal 1999 


($ millions except per share calculations) 2000 1999 Change 
Revenue & 1264 $ 71202 6.8% 
Direct profit contribution 31.8 30.3 5.0% 
EBITDA 22.6 2S 5.0% 
Direct profit contribution margin 24.7% 25.2% -0.5pts 
Cash flow per share 0.68 0.94 -27.7% 
Net income per share S$: SO400S 7015, -33.3% 
* Restated 


Although fiscal 2000 revenue and direct profit contribution have increased in comparison to 1999, 
cash flow has decreased. This decrease is due primarily to expenses related to management’s 
resolution of aged receivables and fees for an evaluation of the company’s available strategic 
alternatives. Net income earned in 2000 is attributable primarily to the recovery of future income 
taxes resulting from a decrease in future federal basic income tax rates. 


Revenue 


For the 12 months ended December 31, 2000, revenue increased by 6.8% to $128.4 million 
from $120.2 million in 1999. This increase can be attributed to successful expansions undertaken 
in partnership with customers in 2000 and in prior years: 


The $10 million expansion and upgrade of the company’s Baker facility in Abbotsford, B.C., 
completed during the 2000 fiscal year, provided three-quarters of the increase in revenue. 


The company’s previously expanded Dawson facility in Winnipeg, contributed 17% 
of the revenue increase. 


Versacold’s Lethbridge, Alberta facility, expanded in 1998 and again in 2000, contributed 
the balance. The two expansions increased capacity in Lethbridge by 46%. 


The revenue increase was partially offset by a later than anticipated herring harvest and 
smaller share of the market. 


As indicated in the chart below, over the last 10 years, Versacold’s business has shifted 
away from the seasonal and cyclical commodities sector, increasingly focusing on the more 
stable packaged and other foods sector. This shift has facilitated a steady, year-over-year 
increase in revenues. 
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Although revenues in 2000 exceeded those in 1999 and direct profit contribution increased by 
$1.5 million to $31.8 million from $30.3 million in 1999, the percentage of direct profit contribution 
decreased by 0.5 points to 24.7% from 25.2% in 1999. Overall, the increase in revenue is not 
proportionate to the increase in direct profit contribution. 


The net change in direct profit contribution can be attributed to the following: 


Consistent with the revenue increases at the company’s Baker, Dawson and Lethbridge 
facilities, in aggregate, these facilities contributed approximately one-half of the increase 
in profit contribution over the previous year; 


A number of issues relating to previous years, primarily at Versacold’s Walker facility in 
Toronto, were resolved in the current year, resulting in approximately $1.4 million in charges. 


To improve its profit contribution, the company has focused on continuing to improve its 
productivity and labour management practices. 


Amortization 


Amortization increased from 1999, as follows: 


($ millions) 2000 1999 
Capital assets $ 6:6.5S 6.17 
Deferred charges 0.8 0.6 
Goodwill 0.2 0.2 


$ 7.8 $ 6.9 


* Restated 


Amortization of capital assets increased $0.7 million as the net additions of capital assets 

plus assets under capital lease increased $3.2 million (38.1%) to $11.6 million from $8.4 million 
in 1999. In addition, the current year’s capital assets amortization reflects a full year of 
amortization for the previous year’s additions. 


General and Administrative Expenses 


General and administrative expenses increased $0.4 million over 1999 to $9.2 million. 
This increase is primarily attributable to the implementation of new standard operating procedures. 


Interest on Long-Term Debt 


Although the interest rate on the company’s long-term debt was reduced in October 1999, 
the interest expense on this debt has remained relatively unchanged from the previous year 
due to higher debt levels. 


ReGrstt mucin Unanin g 


Restructuring expenses relate primarily to the evaluation of the company’s available strategic 

alternatives, which was concluded in October 2000. In addition, there were restructuring costs 
incurred in the re-alignment of Versacold’s facility organization to support the company’s new 

standard operating procedures. 


SVE Cia Cupairees 


Special charges reflect severance-related costs plus charges resulting from property tax 
reassessments related to previous years. 


Other (Loss)/Income 


The change in Other (Loss)/Income is primarily due to a one-time gain resulting from the 
demutualization of the company’s life insurance carrier recognized in the 1999 fiscal year, versus 
short-term financing costs incurred in 2000. 


Income Taxes 


The effective tax rate of 36% reflects current federal and provincial income tax rates adjusted 

for manufacturing and processing tax credits. However, the current income tax expense includes 
the federal large corporations’ capital tax, which does not vary with changes in income. As income 
decreases, the tax impact of the federal large corporations’ capital tax will remain fairly constant, 
resulting in an overall increase in the effective tax rate. The 2000 future income tax recovery 

is a result of the decrease in the future basic federal tax rate. The basic federal tax rate for the 
2000 fiscal year is 38% and will decrease to 31% by 2004. More details on the income taxes 

and tax rates are provided in the Notes to the Consolidated Financial Statements. 


Net Income 


At $0.9 million ($0.10 per share), net income was slightly below 1999 levels of $1.4 million 
($0.15 per share). This decrease can be attributed primarily to charges related to the resolution 
of aged accounts receivable and the evaluation of the company’s available strategic alternatives, 
offset by the future income tax recovery. Without these charges, and removing the effect of the 
2000 future income tax recovery resulting from the decreasing future federal basic income 

tax rates, net income would be $2.2 million [$0.23 per share], or $0.8 million [$0.08 per share] 
higher than the previous year. 


Cash Flow 


Cash flow derived from operations in 2000 was $6.6 million ($0.68 per share), compared 

to $9.1 million ($0.94 per share) in 1999. The decrease in cash flow is attributable primarily 

to the $3.9 million of charges related to the resolution of aged accounts receivable, and special 
and restructuring charges. Without these charges, the adjusted net cash flow would be $10.5 
million ($1.09 per share). 


Management maintains the view that, due to the unique characteristics of the industry 

and the company, cash flow is a better measure of corporate performance than net income. 
Cash flow from operations represents the cash generated by the operations of the company 
after adjusting for non-cash items, such as amortization and future taxes. 


As shown in the table below, the company remains in a position where cash flow is consistently 
higher than net income. In Canada, the company is not currently “cash” taxable and its sustaining 
capital expenditures are less than amortization. 


($ millions) 2000 1999* 1998 1997 1996 
Net Income o OS a3 14 $$ ©40 7S A.5o Ss a1 
Future income tax (25H) 0.7 2.4 Sh 1.4 
(Gain) loss on sale of assets = 0.1 (0.3) (0.3) 0.1 
Amortization 7.8 6.9 7.3 5.9 5.9 
Special charges = = = = 2.6 
Cash flow from operations 6.6 9.1 13.4 13:2 11.6 
Changes in working capital 5.9 4.0 (4.9) (3.2) 2.8 
Sustaining capital expenditures (1.4) (1.5) (1.8) (1.5) (1.9) 
Free cash flow SVT oS Tt. aes 6.7 $ 85 $ 12.5 
* Restated 


Free cash flow is the cash available after adjusting cash flow from operations for working 

capital requirements and capital expenditures necessary to sustain capital assets employed 

in the business in good working condition. In effect, free cash flow represents the cash available 
to meet debt repayments and investment in expansion capital projects. In 2000, free cash flow 
decreased to $11.1 million ($1.15 per share) from $11.6 million ($1.20 per share). This decrease 
resulted primarily from special and restructuring charges. 


Working capital represents the movement, year-over-year, of current assets and current 
liabilities. As a result of an aggressive action plan to address the timing of collections, accounts 
receivable has decreased significantly to $15.8 from $18.0 in 1999. The increase in accounts 
payable from $14.3 million in 1999 to $16.6 million in 2000 can be attributed to the management 
of accounts payable. 


During the 2000 fiscal year, as in 1999, the company spent $1.4 million on sustaining capital. 


EROsUS sD isY SAINSD CCAP ln iCAG Re ESS OnURRaCsEesS 


As the table below illustrates, the majority of the funding required for 2000 came from free 
cash flow. 


The major expansion projects undertaken in the year included: 


$6.2 million incurred to complete the expansion and upgrade of the company’s Baker 
facility pursuant to a new long-term agreement with Overwaitea Food Group. This expansion 
is substantially completed at a cumulative cost of about $10 million. 


$1.6 million incurred at the Lethbridge facility to upgrade the existing refrigeration 
equipment to increase production capacity. This investment was made in conjunction 
with a customer’s requirements to meet its increased future demands. 


($ millions) 2000 1999* 


Sources 
Free cash flow $ A STES 11.6 
Issuance of long-term debt 
(including capital lease obligations) Bal 12353 
_Cash and bank indebtedness 5.3 (4.7) 
$ 17 Oi Pee OO. 
Uses 
Expansion capital SOQ e$ (6.9) 
Repayment of long-term debt (7.3) (116.7) 
Dividends = (1.9) 
Deferred charges (0.1) (4.5) 
Other 0.1 (0.2) 
Lio no: 10.2) 
* Restated 


During the year, the company utilized cash of $2.4 million (available at the start of the year) 
and $0.9 million of its operating line. 


EOUNGGE ie esRe Mine DEB iy 


At year-end, Versacold was in breach of one of its financial loan covenants and has now 
reached an agreement in principle with its Canadian lenders that effectively eliminates this 
breach. The agreement includes amendments to certain covenants and the pricing. 


Total long-term debt was $126.9 million, compared with $130.7 million in 1999. Consolidated 
long-term debt as a percentage of total long-term debt, future income tax liabilities and 
shareholders’ equity is down marginally from 59.2% in 1999 to 58.8% in 2000. More details 
on the credit facilities and long-term debt are provided in the Notes to the Consolidated 
Financial Statements. 


MANAGEMENT OUTLOOK 


For the 2001 year, the company will continue to focus on creating a climate for operational 
excellence. The operational group will own and be accountable for its operational and financial 
results. Clear operational goals and key performance indicators with appropriate targets have 
been set. Operational performance will be tightly monitored and action taken as required to 
ensure Versacold delivers improved financial performance. 
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The consolidated financial statements of Versacold Corporation have been prepared by the management 
and approved by the Board of Directors of the Company. Management is responsible for the preparation 

and presentation of the information contained in these financial statements and other sections of this Annual 
Report. The Company maintains appropriate systems of internal control, policy and procedures which provide 
management reasonable assurance that assets are safeguarded and the financial records are reliable 

and form a proper basis for preparation of financial statements. 


The Company’s independent auditors, KPMG LLP, have been appointed by the shareholders to express a 
professional opinion on the fairness of these consolidated financial statements. Their report is included below. 


The Board of Directors ensures that management fulfills its responsibilities for financial reporting and internal 
control through an Audit Committee. This committee reviews the consolidated financial statements and reports 
to the Board of Directors. The auditors have full and direct access to the Audit Committee. 


A OL bai lane 


Samuel H. Gudewill Janice M. Comeau 
Interim President and Vice President 
Chief Executive Officer and Chief Financial Officer 


We have audited the consolidated balance sheets of Versacold Corporation as at December 31, 2000 

and 1999 and the consolidated statements of operations, retained earnings and cash flows for the years then 
ended. These financial statements are the responsibility of the Company’s management. Our responsibility 

is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements 
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial statement 
presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 2000 and 1999 and the results of its operations and its cash 
flows for the years then ended in accordance with Canadian generally accepted accounting principles. 

As required by the Company Act (British Columbia), we report that, in our opinion, these principles have been 
applied, after giving retroactive effect to the change in methods of accounting for amortization and income 
taxes described in note 3 to the financial statements, on a consistent basis. 


Kb & KL) 


Chartered Accountants 
Vancouver, Canada 
March 23, 2001, except as to notes 6 and 7 which are as of May 25, 2001 


EONS Off! DAT ED BASE ACN Ge 


(Expressed in thousands of dollars) 


December 31, 2000 and 1999 


ASSETS 


Current assets: 
Cash 
Accounts receivable 
Prepaid expenses 


Advances 
Capital assets 
Goodwill and deferred charges 


ESIVAVB Meena sEesmeAGNED) 
STTPAURH ea hOue DEERE Ss aes Q) Ua Y¥ 


Current liabilities: 
Bank indebtedness 
Accounts payable and accrued liabilities 
Income taxes payable 
Deferred revenue 
Current portion of long-term debt 


Long-term debt 
Future income taxes 


Shareholders’ equity: 
Share capital 
Cumulative translation account 
Retained earnings 


Commitments 


See accompanying notes to consolidated financial statements. 


Approved on behalf of the Board: 


Shan Guidacrtf 


Samuel H. Gudewill 
Director Director 


(wt ar 


Frederick R. Wright 


Si In Eee 


2000 1999 
(restated - note 3) 

15,772 18,031 

548 Wee 

16,320 21,665 

a 582 

(note 4) 212,569 207,464 
(note 5) 6,035 6,980 
$ 234,924 $ 236,691 

(note 6) $ 923 $ i 
16,569 14,322 

172 123 

1,528 1,465 

(note 7) 11,386 6,957 
30,578 22,867 

(note 7) 115,515 123,766 
(note 10) 36,438 38,439 
(note 8) 47,281 47,281 
366 533 

4,746 3,805 

52,393 51,619 

$ 234,924 $ 236,691 

(note 13) 
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Se Ons oF Ei DAT EP Seo Aga EM) SEN ee) a BP BRA TE BINS 


(Expressed in thousands of dollars except per share calculations) 


Years ended December 31, 2000 and 1999 2000 1999 


(restated - note 3) 


Revenue $ 128,442 $ 120,209 
Direct profit contribution $ 31,765 $ 30,253 
Expenses: 
Amortization 7,835 6,915 
General and administrative expenses 9,201 8,760 
Interest expense 11,629 dived 
Provincial capital taxes 432 472 
Restructuring 1,149 - 
Special charges 1,333 - 
31,579 27,868 
186 2,385 
Other income (loss) (568) 529 
Income (loss) before income taxes (382) 2,914 
Income taxes (recovery) (note 10) (1,323) 1,475 
Net income $ 941 $ 1,439 
Income per share (note 2(g)) $ 0.10 $ 0.15 


EG ies ra ale eye AT. sie ST At BME SN Ws 2@ak mets oF 2h IN) I= 12) EARNINGS 
(Expressed in thousands of dollars) 


Years ended December 31, 2000 and 1999 ‘ 2000 1999 


(restated - note 3) 


Retained earnings, beginning of the period: 


As previously reported $ 15,229 $ 15,617 
Change in accounting for income taxes (note 3(b)) (11,040) (11,040) 
Change in accounting for amortization (note 3(a)) (384) (276) 
As restated 3,805 4,301 
Dividends paid - (1,935) 
Net income 941 1,439 
Retained earnings, end of the period $ 4,746 $ 3,805 


See accompanying notes to consolidated financial statements. 


ES (NGS OF Cay Dra (7 2 


(Expressed in thousands of dollars) 


Years ended December 31, 2000 and 1999 


Cash provided by (used in): 


Operations: 

Net income 

Items not involving cash: 
Amortization 
Loss (gain) on disposal of capital assets 
Future income taxes 

Cash flow from operations 

Changes in non-cash operating working capital 


Investments: 
Purchase of capital assets: 
Expansion capital 
Sustaining capital 
Proceeds on disposal of capital assets 


Financing: 
Dividends 
Repayment of long-term debt 
Issuance of long-term debt 
Increase in deferred charges 


Changes in foreign currency denominated cash 
Increase (decrease) in cash 
Cash, beginning of year 
Cash, end of year 
Cash flow from operations per share 
Supplementary information: 

Interest paid 

Income taxes paid 


Non-cash transactions: 
Acquisition of assets under capital leases 


See accompanying notes to consolidated financial statements. 


S| iA iE Mae IN ah (a) es 


eB A S A |e ne FR a AY fl 
2000 1999 
(restated - note 3) 
$ 941 $ 1,439 
7,835 6,915 
(30) 64 
(2,130) 692 
6,616 9,110 
5,868 3,986 
12,484 13,096 
(7,096) (6,936) 
(1,394) (1,478) 
31 22 
(8,459) (8,392) 
— (1,935) 
(7,306) (116,739) 
= 123,259 
(100) (4,549) 
(7,406) 36 
37 (59) 
(3,344) 4,681 
2,421 (2,260) 
$ (923) $ 2,421 
(note 2(g)) $ 0.68 $ 0.94 
$ 11,312 $ o 17,519 
665 755 
3,141 =, 
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(Tabular amounts expressed in thousands of dollars) 
Years ended December 31, 2000 and 1999 


Ae OUPA Es RvANim IPOUNEOe: 


The Company is incorporated under the laws of the Province of British Columbia. Its principal business 
activities include warehousing, freezing, processing and distributing food. 


iss STENMEME NNT Wee OUND Ne IP@LIG eS: 
(cal) iGromn stone orant Onna 


The consolidated financial statements include the accounts of the Company and its subsidiaries, all of which 
are wholly-owned. All significant inter-company accounts and transactions have been eliminated. 


(bs) Garin ay SeSVieurises 


Capital assets are stated at cost. Amortization is provided over the estimated useful lives using the following 
methods and annual rates: 


Asset Basis Rate 
Buildings Sinking fund 4 
Buildings (note 3(a)) Straight-line 35 years 
Processing equipment Straight-line 5% 
Portable warehouse equipment Declining balance 20% 
Automotive equipment Declining balance 30% 
Leasehold improvements Straight-line 10% 
Office, furniture and equipment Declining balance 20% 
Computer hardware Straight-line 33.3% 
Computer software Straight-line 20% 


* The Company utilizes the sinking fund method of amortization for all buildings used in 
Canadian Operations, which provides for an amortization charge of a fixed annual amount 
increasing at the rate of 5% per annum over a period of 35 years. 


(eM) MER(e) oe) TWAT 

Goodwill is recorded at cost less accumulated amortization and is being amortized on a straight-line basis over 

20 years. On an ongoing basis, management reviews the valuation of goodwill, taking into consideration any events 
or circumstances which might have impaired the fair value. Goodwill will be written down to fair value when declines 
in value are considered to be other than temporary. 

(CY) WOTErirec! WIV ERC INTE COS kS * 

Deferred financing costs are being amortized over the original term of the related debt facility. 


(e) Deferred revenue: 


Deferred revenue represents amounts for future services that are not recognized in income until the service 
is provided. 


(Tt) SROrerens CuUrnrenGYy stiranlSiatisoune 


The Company's wholly owned United States subsidiary is considered to be a self-sustaining foreign operation. 
Accordingly, its assets and liabilities are translated into Canadian dollars at the exchange rate in effect at the 
balance sheet date, and its revenues and expenses are translated into Canadian dollars at the weighted average 


exchange rate for the year. Gains or losses on translation are deferred as a separate component in shareholders’ 
equity. 


(SG) IMmeoimMe ane CaASl) WOW Fron OMerauliOns foal SNATA. 

Income and cash flow from operations per share have been calculated based on the weighted average number of 
common shares outstanding during the years presented. Cash flow from operations as presented is before changes 
in non-cash operating working capital. 


Fully diluted per share amounts are not presented as the effect of outstanding stock options are anti-dilutive. 


Ci) DEMIVANVeG TIDAMCLAN TRS ip Ui ne i eS 3 

The Company uses derivative financial instruments to manage risks in interest rates. All such instruments are only 
used for risk management purposes and are designated as hedges of specific debt instruments and are not for trading 
or other speculative purposes. The counterparties to these contracts are major financial institutions. The Company 
accounts for these financial instruments as hedges and as a result, the carrying values of the financial instruments 
are not adjusted to reflect their current market value. The net receipts or payments arising from financial instruments 
relating to interest are recognized in interest expense on an accrual basis. 


(it) Wse Of CSrNiNnawease 

The preparation of the financial statements in conformity with Canadian generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of revenues and 
expenses during the reporting periods. Actual results could differ from these estimates. Significant areas requiring 
the use of management estimates relate to the determination of the net collectible amount of accounts receivable, 
the provision for claims, and the useful life of capital assets. 


(ip "Stock=based compensation: 

The Company has a stock based compensation plan, which is described in note 8. No compensation expense is 
recognized for this plan when stock options are granted. Any consideration paid by employees on exercise of stock 
options is credited to share capital. 


(Che) me EAUnG Unige aii CaOmmles taxes 

Income taxes are accounted for under the asset and liability method of accounting for income taxes. Under the asset 
and liability method, future tax assets and liabilities are recognized for the future tax consequences attributable to 
differences between the financial statement carrying amounts of existing assets and liabilities, and their respective 
tax bases. Future tax assets and liabilities are measured using enacted or substantively enacted tax rates expected 
to apply when the asset is realized or the liability settled. The effect on future tax assets and liabilities of a change in 
tax rates is recognized in income in the period that enactment or substantive enactment occurs. 


Ga Gearsihs 
Cash consists of cash less cheques issued in excess of cash on deposit. 


8. CHANGE TN AGES OW INT TING TOE IG ie 


(Cel) AMOUR CN PAE ET Oa § 
Prior to 2000, the Company utilized the sinking fund method of amortization for all its buildings, which provided for 
an amortization charge of a fixed annual amount increasing at the rate of 5% per annum over a period of 35 years. 


In 2000, the Company changed to the straight-line basis of amortization for the portion of these buildings that is 
used in the US operations and continues to use the sinking fund method to amortize buildings used in the Canadian 
operations. 


As a result of this change, opening retained earnings as at January 1, 2000 decreased by $384,000 
(January 1, 1999 decreased by $276,000). For the year ended December 31, 2000, the effect is to increase 
amortization expense in 2000 by $180,000 (1999 - $173,000) and reduce the future income tax expense by 
$68,000 (1999 - $65,000) from what would have been determined under the previous policy. 


(oO) FFQUeUpe IMGonne Bre 

Effective January 1, 2000, the Canadian Institute of Chartered Accountants (CICA) changed the accounting 
standards relating to accounting for income taxes. The CICA’s new standard of accounting for income taxes 
adopts the liability method of accounting for future income taxes. The liability method is described in note 2(k). 
Prior to adoption of this new accounting standard, income tax expense was determined using the deferral method. 


The Company retroactively adopted the new accounting standard. The cumulative effect of this change 
was $11,040,000 as of January 1, 2000 ($11,040,000 as of January 1, 1999) and is reported separately as 
a restatement of the opening balance of retained earnings for the years ended December 31, 2000 and 1999. 
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There is a corresponding increase, at the start of these periods, in the future income tax liability, formerly 
presented as deferred income taxes. 


The change to the liability method of accounting for future income taxes has no effect on the previously 
calculated 1999 deferred income tax expense because the $11,040,000 adjustment relates to differences 
that arose prior to 1999. 


ACoA rs lal Ate Agoroe Eales 


Accumulated Net book 
2000 Cost amortization value 
Land $ 17,061 $ = $ 17,061 
Buildings 202,537 28,059 174,478 
Equipment 30,880 14,295 16,585 
Leaseholds 254 184 70 
Construction in progress 521 - 521 
Equipment held under capital lease : 8488 4634 3,854 


$259,741 $ 47,172 $212,569. 


Accumulated Net book 
1999 Cost amortization value 
Land $ 17,043 $ = $ 17,043 
Buildings 190,715 24,295 166,420 
Equipment 29,368 11,562 17,806 
Leaseholds 223 156 67 
Construction in progress 4,995 - 4,995 
Equipment held under capital lease 5,306 4,173 1,133 


$ 247,650 $ 40,186 $$ 207,464 


At December 31, 2000 the Company estimated costs to complete construction in progress to be $1,450,000 
(1999 - $4,300,000). 


os. GOO DWI EE AND DERE RR BE DeGsirAtRstGlESe 


2000 1999 
Goodwill $ 4,489 $ 4,489 
Deferred financing costs 4,643 4,581 
Other deferred charges 150 32 
9,282 9,102 

Accumulated amortization 3,247 Po Vee 


$ _ 6,035 $ 6,980 


6 2C Rae Dulas yANG: Elia Esa: 


The Company has available a committed operating line of credit for up to $8 million (1999 - $10 million), bearing 
interest at prime plus 0.75% per annum. Subsequent to the year-end, as part of the Canadian debt renegotiations 
outlined in note 7, the interest rate on the operating line of credit was amended to prime plus 3%. At December 31, 
2000, $7.3 million (1999 - $3.3 million) was used to secure letters of credit, which was subsequently released on 
March 20, 2001. The Company did not provide further letters of credit to lenders in March 2001. Security provided 
for these credit facilities is an assignment of trade accounts receivable. 
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(a SO INIG TE RUM DIE Bal: 


2000 1999 


Secured term loan, bearing interest at 8.87% per annum, repayable in monthly 
blended installments of $897,400, final principal due October 21, 2004 $ 86,416 $ 89,510 


Loan, bearing interest at six month LIBOR plus 1.60% per annum, fixed every 
six months, interest payable monthly and principal repayments of $290,204 
(U.S. $194,000) payable annually, final principal due December 1, 2005 5,527 5,600 


Revolving term loan, bearing interest at a base rate of LIBOR, prime or bankers 

acceptance at the Company’s option plus a premium ranging from 0.50% - 3.00% 

depending on the Company’s performance and the type of base rate. The debt 

is repayable on a quarterly basis with the final principal due December 31, 2003 27,650 30,000 


U.S. $2.5 million revolving term loan, bearing interest at the rate of LIBOR plus 
1.85% or U.S. prime less 0.75%, at the Company’s option, final principal due 


November 1, 2001 3,749 3,608 
Capital lease obligations 2,987 1,245 
Bond forward gain 572 760 

126,901 130,723 
Current portion 11,386 6,957 


$ 115,515 $123,766 


In May 2001, the Company and its lenders agreed in principle to amend two of its long-term debt agreements. 
The proposed amendments to the loan agreements include amendments to certain financial covenants, a key 
man covenant, a change in pricing and a change in maturity date for the revolving loan facility. 


The lenders have agreed as part of the new arrangements to waive their rights from covenant violations 
at December 31, 2000 and March 31, 2001. The renegotiated terms of the lending agreements restricts the 
Company from making any corporate distributions. 


The renegotiated secured term loan will bear interest at 10.87% with blended monthly installments increasing 
to $993,158 on July 21, 2001 and reduced to $870,418 on January 21, 2002. The Company has agreed to repay 
a portion of the debt on a pro-rata basis from proceeds of a contemplated asset sale. 


The renegotiated revolving term facility will bear interest at prime plus 4%. The quarterly repayment terms 
will remain unchanged, however the final repayment will be moved to January 1, 2003 from the original 
December 31, 2003 date. 


The interest rates on the secured term loan and revolving term facility may be reduced depending 
on the Company’s performance. 


Finalization of the modifying lending agreements is subject to review of the final documentation by all parties. 
The secured term loan is secured by the following: 


(a) $220,000,000 in demand debentures issued under a trust indenture providing for a principal amount 
of up to $220,000,000 creating a fixed and floating charge on all assets owned by the Company and certain 
subsidiaries; and 


(b) an assignment of rents due to certain subsidiaries. 


The revolving term loan of $27,650,000 and the committed operating line of credit are secured by $80,000,000 
in demand debentures issued under a trust indenture providing for a principal amount of up to $80,000,000 creating 
a fixed and floating charge on all assets owned by the Company and certain subsidiaries. 
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The secured term loan of $86,416,000 and the $27,650,000 revolving term loan contain provisions whereby 
Versacold is required, in the event of a change of control as defined within the facilities, to prepay all or any portion 
of the loans outstanding at the request of the lenders. 


The terms of the financing facilities also restrict distributions to a maximum of $1,000,000 to any one senior 
officer of the Company for the purpose of acquiring common shares of the Company and accommodating relocation 
expenses. 


The loan totaling $5,527,000 (U.S. $3,686,000) and the revolving term loan totaling $3,749,000 (U.S. $2,500,000) 
are repayable in U.S. dollars. The loans are secured by a first deed of trust on all the assets and property owned by 
a subsidiary and an assignment of leases and rents of that subsidiary. To fix the LIBOR interest rate risk on the 
$5,527,000 (U.S.$3,686,000) loan, the Company entered into an interest rate swap contract with a notional amount 
of U.S.$3,686,000 which entitles the Company to receive interest at floating rates on the notional amount and fixes 
the rate exposure at 6.79% until August 1, 2005. The net interest receivable or payable under the contract is 

settled monthly with the counterparty, which is a major financial institution. 


To fix the base interest rate risk (excluding the interest premium) on $15,000,000 of the revolving term loan, 

the Company has entered into an interest swap contract with a notional amount of $15,000,000 which entitles 

the Company to receive interest at floating rates on the notional amount and fixes the base rate at 6.03% until 
June 29, 2001. The net interest receivable or payable under the contract is settled quarterly with the counterparty, 
which is a major financial institution. 


The bond forward gain represents the unamortized proceeds of a hedge transaction entered into for the term 
loan facility. The gain has the effect of reducing the interest on the secured term loan from 8.87% to 8.58% until 
December 2003. 


Based upon the renegotiated Canadian secured debt as at December 31, 2000, the aggregate required repayments 
of principal on secured debt due within the next five years are as follows: 


2001 $ 11,386 
2002 22,323 
2003 21,328 
2004 67,250 
2005 4,614 

$ 126,901 


8. SunpAGRs Ee aGaAy Pa lita Ae lems 
(a) Authoni zed 


The authorized share capital of the Company consists of 50,000,000 common shares, without par value, 
and 20,000,000 preferred shares without par value, issuable in series. 


Go) SE wee Eine OMwSwraingl ime 5 


As at December 31, 2000, the Company has issued 9,670,605 (1999 — 9,670,605) common shares at a stated 
capital of $47,281,000 (1999 - $47,281,000). 


(eC) Since fOwWwremAage Ofoii Oss 


The Company has a share purchase option plan approved by the shareholders that allows it to grant options, 
subject to regulatory terms and approval, to its employees, officers, directors and non-employees. The exercise 
price of each option can be set equal to or greater than the closing market price of the common shares on the 
Toronto Stock Exchange (TSE) on the day prior to the date of the grant of the option. Options have a maximum 
term of 10 years and terminate as follows: 30 days following the resignation of the optionee, 30 days following 
the date of dismissal without cause, the date of dismissal with cause, six months after death and 30 days 

after the optionee attains the mandatory retirement age. Vesting of options is done at the discretion of the 
Board at the time the options are granted. 


Pursuant to two Directors, Officers and Employees Stock Option Plans, the Company has reserved 193,000 
common shares under the November 1, 1993 plan and 718,860 common shares under the March 31, 1995 plan. 


The continuity of share purchase options is as follows: 


2000 1999 

Weighted Weighted 

average average 

Shares exercise price Shares exercise price 

Outstanding, beginning of year 782,500 $ 10.00 726,500 $ 10.13 

Granted - ~ 95,000 9.00 

Cancelled (445,000) 10.23 (39,000) 9.93 

Outstanding, end of year 337,500 $ 9.70 782,500 $ 10.00 

Contractual remaining life (yrs) 3.3 4.7 

Range of exercise prices $ 9.00 - $ 12.00 $ 9.00 - $ 12.00 

Vested options 239,717 $ 9.34 437,000 $ 9.83 


Ss IP EMS @IN Pals 


The Company has a defined contribution registered retirement savings plan covering substantially all employees. 
The Company also offers certain executive officers a choice between a defined contribution plan or a defined 
benefit pension plan. The pension expense for the year was $347,255 (1999 - $192,403). 

d7O tec N COuMUES AT ACX ES. : 

Earnings (loss) before income taxes are as follows: 


2000 1999 

Canadian $ (1,572) $ 1,720 
Foreign 1,190 1,194 
$ (382) §$ 2,914 


The provision for (recovery of) income taxes consists of the following: 


2000 1999 

Current income tax expense: 
Canadian large corporation tax $ 433 $ 458 
Foreign 374 325 
807 783 

Future income tax expense: 

Canadian (2,220) 610 
Foreign 90 82 
(2,130) 692 


Income tax expense (recovery) $ (i323) med 1,475 


The provision for (recovery of) income taxes consists of the following: 


2000 1999 

Provision for taxes $ (143) $ 1,093 
Increase resulting from: 

Large corporations tax 433 458 

Non-taxable dividend = (181) 

Lower effective rate on income 

of foreign subsidiary (43) (42) 

Adjustment to future tax assets and liabilities 

for substantively enacted changes in tax laws 

and rates (1,300) - 

Other (270) 147 
Income taxes expense (recovery) $ (1,323) $ 1,475 


In December 2000 the Federal Government introduced legislation to the House of Commons to reduce 

the general corporation tax rate by 7% between January 1, 2001 and January 1, 2004. As this legislation 

is considered substantively enacted under generally accepted accounting principles as at December 31, 2000, 
the $1,300,000 benefit of the new tax rates to reduce the Company’s future income tax liability has resulted 

in a credit to the statement of operations. 


The tax effects of temporary differences that give rise to significant portions of the future tax assets and future 
tax liabilities at December 31, 2000 and 1999 are presented below: 


2000 1999 
Future tax assets: 

Non-capital loss carryforward $ 14,462 $ 16,153 
Total gross future tax assets 14,462 16,153 
Future tax liabilities: 

Property, plant, equipment 

and intangible assets 41,934 45,691 

Deferred partnership income 8,966 8,901 
Total gross future tax liabilities 50,900 54,592 
Net future tax liabilities $ 36,438 $ 38,439 


The tax effect of temporary differences that give rise to future income tax expense are as follows: 


2000 1999 
Losses carryforward $ 1,691 $ 1,328 
Partnership income deferral 65 994 
Property, plant, equipment and intangible assets (3,886) (1,630) 
Net future income tax expense (recovery) __ §$ (2,130) $_ 692 


For Canadian tax purposes, the Company has approximately $40.2 million of non-capital losses for income 
tax purposes available at December 31, 2000 to reduce taxable income of future years. The full benefit of these 
losses has been recorded in prior years. 
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These losses will expire as follows: 


2001 $ 4,589 
2002 10,569 
2003 9,587 
2004 5,634 
2005 1,026 
2006 2,016 
2007 6,746 

$ 40,167 


ee a NeAGIN CaleAg nl NeS ol cr Wahi EN se 

Risk manmarement activities =: 

The Company has entered into an interest rate swap contract as described in note 7 to reduce its exposure 
to fluctuations in interest rates. 

PeMbe We lhwG Ss 

The carrying values of current financial assets and liabilities approximate their fair values due to the relatively 
short periods to maturity of the instruments. 


The fair value of the Company’s long-term debt approximates its carrying amount due to the renegotiation 
on May 25, 2001, as discussed in note 7. 


A 2S Reg EMD aePeA Re YS te ROA NS AIGsT Il OsNES = 


During the year ended December 31, 2000, the Company included in restructuring expenses payment to two 
directors or companies controlled by them in the amount of $363,500 (1999 — nil). As at December 31, 2000, 
$310,000 (1999 — nil) payable to directors or companies controlled by them is included in accounts payable 
and accrued liabilities. 


ee COMME Iii Ee Nob ome AUN Ds ClO Nt IN Gi INCH Esse 
(a) Lease commitments: 
A subsidiary of the Company rents land and a cold storage facility under long-term operating leases that 


expire in 2010 and 2011, respectively. The land lease is subject to renegotiation of rent every three to ten years. 


In addition, various other contractual operating lease obligations have been included in the schedule below. 


At December 31, 2000, the future minimum operating lease payments for the next five years and in aggregate 
thereafter are as follows: 


2001 $ 2,744 
2002 2,631 
2003 2,116 
2004 1,808 
2005 1,682 
Thereafter 9,374 


$ 20,355 
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(li) (NOCHE: fori@e GMULclloc 
During the current year, the Company entered into two electricity price swap contracts which became effective 
January 1, 2001. 


Under these contracts, the Company is committed to a fixed price for five megawatt hours of electricity in Alberta for 
five years to December 31, 2005. The total commitment is for approximately $18 million of electricity based on fixed 
notional megawatt hours, which closely approximates the Company's current annual electricity usage. As a result, 

the Company plans to account for payments and receipts as a hedge and adjust the cost of its electricity purchases. 


Under the terms of the contract, each party has provided the other with a $5 million credit limit. If the net present 
value of either party’s exposure exceeds $5 million, then that party will be required to post a letter of credit in the 
amount in excess of the $5 million credit limit. 


Due to the unpredictable nature of the market electricity prices in Alberta, a fair value for these five year 
commitments is not reliably determinable at this time. 


1 AS EG ME NTE DaNIE-OOR MAT O UN: 


Versacold has two operating segments being the National Distribution Network, consisting of four distribution hubs, 
Montreal, Toronto, Calgary and Vancouver, and Warehouse Operations, which includes the remaining centres. 

The two operations are managed separately to ensure focus on their key strategies. Each segment provides similar 
products and services, serves similar customers and has similar cash flows and economic characteristics. 

These segments have been aggregated for financial disclosure purposes. 


AB. JOIN Woe IN WOR WIN) ThE ROIS SPU 


The Company has a 50% joint venture interest. A summary of unaudited financial information for the joint venture 
operation at December 31, 2000 follows: 


2000 1999 
Assets: 

Current assets $ 1,136 $ 1,120 

Capital assets, net of accumulated 

amortization of $74 386 411 

$ 1,522 $ 1,001 
Liabilities: 

Current liabilities $ 922 $ 611 
Due to Versacold Group 599 738 
Joint venture participant's equity 1 182 

$ 1,522 $ pO 
Revenue $ 12,185 $ 1,210 


IG CONRAN RINT I WE Ie GW RIES ¢ 


Certain comparative figures have been reclassified to conform with the current year’s presentation. 


CE NAR Dh eb ir 


Years ended December 31 


E 


Y EE ACR 


(thousands of dollars, except per share calculations) 


Key Ratios 
Value Ratios 
Cash flow per share (CFPS $) 
Net income per share (EPS $) 
Free cash flow per share ($) 
Book value per share ($) 
Price cash flow ratio 
(based on year-end price) 
Cash flow return on equity (%) 
Net income return on equity (%) 
Dividends per share ($) (note 2) 


Proportionate to Revenue 
Direct profit contribution (%) 
EBITDA (%) (note 3) 
General and administrative (% ) 


Debt 
Long-term debt/total capital (%) 
Debt service ratio 


Operating Results 
Revenue ($) 
Direct profit contribution ($) 
General and administrative ($) 


EBITDA 
Net income before special charges, 


restructuring and sale of assets ($) 


Net income ($) 


Cash flow ($) 
Free cash flow ($) (note 4) 


Annualized Rates of Growth 
Revenue (%) 
Direct profit contribution (%) 
Net income before special charges, 
restructuring 
Cash flow from operations (%) 


2000 


0.68 
0.10 
1.15 
5.42 


6.99 
12.70 
1.80 


24.7 
17.6 
14 


58.8 
1.10 


128,442 
31,765 
9,201 


22,564 


2,508 
941 


6,616 


11,090 


6.8 
5.0 


69.5 
(27.4) 


1999 


0.94 
OMS 
1.20 
5.34 


TTA 
15.80 
2.50 
0.20 


25.2 
17.9 
7.3 


59.2 
1.45 


120,209 
30,253 
8,760 


21,493 


1,480 
1,439 


9,110 
11,618 


1998 


1.40 
0.42 
0.70 
6:57, 


7.07 
21.60 
6.50 
0.20 


29.5 
22.2 
7.3 


58.1 
1.60 


117,765 
34,764 
8,570 


26,194 


3,854 
4,026 


13,477 
6,720 


1997 


1.37 
0.47 
0.88 
6.34 


8.36 
22.20 
7.60 
0.20 


31.5 
23.9 
7.6 


59.1 
1.60 


107,073 
33,707 
8,158 


25,549 


4,370 
4,548 


13,262 
8,497 


SMM AS Rey sl 


1996 


Heat 
0.16 
1.30 
6.07 


6.49 
19.80 
2.70 
0.10 


33.6 
25.1 
8.5 


59.6 
1.60 


100,355 
33,704 
8,530 


25,174 


4,204 
1,568 


11,616 
12,468 


1995 


60.1 
179) 


104,687 
33,191 
6,762 


26,429 


5,563 
6,604 


14,123 
10,140 


34.0 
40.9 


16.7 
28.5 


Ni i GPRM Ak 


1994 


64.8 
eras) 


78,123 
23,550 
5,131 


18,447 


4,768 
4,768 


10,987 
6,306 


46.6 
39.9 


58.9 
94.6 


ON 
1993 1992 
1.13 
0.85 
1.67 
5.35 
9.73 
47.70 
35.70 
31.6 30.6 
24.4 24.5 
eal 6.1 
56.2 82.4 
53,302 49,490 
16,831 15,139 
3,801 3,030 
13,030 12,109 
3,000 1,483 
4,225 1,483 
5,647 5,009 
8,309 4,918 
Vath 92.4 
ithe 24.8 
102.3 80.4 
27 33.6 


1991 


Note 1 


WING AE De leis 5 TEN YE AR S UU MUM. AR Yo Nee Ge ReMe Ags GaN 


Years ended December 31 
(thousands of dollars, except per share calculations) 


2000 1999 1998 1997 __—«:1996 1995 1994 1993 
Balance Sheet 
Property, plant and equipment ($) 212,569 207,464 205,642 203,834 181,909 177,278 170,671 61,781 
Additions to property, plant and equipment 
Sustaining ($) 1,394 1,478 1,833 1,546 1,940 1,892 1,498 477 
Expansion ($) 10,237 6936 10,433 26,285 9,170 9,063 15,307 6,039 
Goodwill and deferred charges 6,035 6980 3,252 4,219 4,474 7,213 7,901 4,057 
Total assets ($) 234,924 236,691 229,168 223,123 210,499 209,278 207,617 98,745 
Long-term debt ($) 126,901 130,723 124,552 123,381 117,099 118,254 125,136 50,566 
Future income tax 36,438 38,439 26,539 24142 21,076 19,631 15,534 12,809 
Shareholders’ equity ($) 52,393 51,619 63,452 61,183 58,391 59,032 52,473 26,672 
Working capital ratio 0.61 0.95 07 0.81 1.31 neoit 1.10 3.09 
Share Information 
Weighted average number of 
shares outstanding (note 5) 9,671 9,671 9,661 9,646 9,625 9,756 8,603 4,988 
Share price 
High ($) 7.94 9.80 12.40 12.30 10.50 12.00 12.63 11.00 
Low ($) 4.27 6.75 9.00 6.65 7.85 9.13 9.25 9.00 
Y/E closing ($) 4.75 t25 9.90 11.45 7.85 10.50 10.25 11.00 
Cash flow multiple (based on year-end price) 6.99 7.71 7.07 8.36 6.49 7.24 8.01 9.73 
Daily average volume traded 2,807 791 661 8,366 12,010 2,550 6,154 5,068 
Other Information 
Number of facilities 23 23 23 24 26 28 28 13 
Refrigerated storage capacity 
(in millions of cubic feet) 56.6 56.6 57.8 53.6 47.0 48.2 44.4 22.1 
Note 1 Prior to December 1993, Versacold Corporation was a private company. 
Note 2 Effective January 1, 2000, the dividends were cancelled indefinitely. 
Note 3 “EBITDA” means earnings before interest, taxes, amortization and other income. 
EBITDA excludes sales of assets in 1993, 1995, 1997, 1998 and 2000; special charges in 1996 and 2000; 
and restructuring charges in 2000. 
Note 4 The 1998 free cash flow has been restated to adopt the new presentation of the cash flow statement. 
Note 5 The 1999 summary information has been updated to reflect the change in accounting policy with respect to buildings 
and refrigeration equipment used in the U.S. operations and the change in accounting policy to future income taxes. 
Note 6 The number of shares reflected for the years prior to 1993 have been calculated based on the 
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percentage interest held by the existing shareholders at the time of the public offering. 


1992 
50,693 
601 
604 
4,392 
65,131 
49,220 
13,474 


(2,994) 
1.37 


Note 1 


12 


Wa 


1991 


50,577 


450 
4,153 
5,307 


63,979 
49,902 
12,730 
(4,189) 
Aid 


12 


n/a 


OIN TAT Da TE 


Year ended December 31, 2000 


OT AR Tt se Rey 


(thousands of dollars, except per share calculations) 


Sales 
Direct Profit Contribution 
Cash flow 

Cash flow per share 
Net Income 

Earnings per share 
Free cash flow 


Free cash flow per share 


Sales 
($000's) 
(for the three months 
ended) 
March 31 
0 A 30,212 
99 Bs 29,698 
June 30 
00 EE 31,644 
99 = 29,300 
September 30 
0 I 33,892 
99 MW 30,596 


December 31 


00 EE 32,694 
9) 30,615 


* Restated 


1st Quarter 2nd Quarter 
three months three months 
ended ended 
March 31,2000 June 30, 2000 
$ 30/212 $ 31,644 
8,191 8,536 
2,435 3,345 
0.25 0.35 
293* 783" 
0.03* 0.08* 
223 3,589 
0.02 0.37 


Earnings per share 


(for the three months 
ended) 
March 31* 
00 He 0.03 
99 0.08 
June 30* 
00 ERE 0.08 
99 0.06 
September 30 
00 a 0.06 
99 0.01 
December 31 
00 ES (0.07) 
99 0.00 


Bie NT ASIN TGs A Coa 


Nem OR Mea al ei N 
3rd Quarter 4th Quarter Full Year 
three months three months Total 
ended ended 2000 
Sept. 30, 2000 Dec. 31, 2000 
$ 33,892 $ 32,694 §$ 128,442 
8,526 6,512 Shilnrdsis 
2,617 (1,781) 6,616 
0.27 (0.19) 0.68 
648 (783) 941 
0.06 (0.07) 0.10 
WHS 5,663 11,090 
0.17 0.59 isthe) 
Cash flow per share 
(for the three months 
ended) 
March 31 
00 ees 0.25 
99 0.31 
June 30 
00 PISS Ss 0.35 
99 0.30 
September 30 
00 Bees 0.27 


99 | 0.15 
December 31 

00 GREE (0.19) 

99 0.18 
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EXE CUR IVES Onn IRICiEssS 


2115 Commissioner Street 
Vancouver, British Columbia 
Canada V5L 1A6 
Telephone 

604.255.4656 
1.800.562.COLD (2653) 
Facsimile 

604.255.4330 

Internet: 
www.versacold.com 
Email: 
info@versacold.com 


ReACG IE aly Y; 
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AGING Deel aE ONG E 
NUMBERS 


British Columbia 


Baker Center, Abbotsford 
604.513.4949 


Cliveden Center, Delta 
604.521.5112 


Corpak Center, Richmond 
604.273.3967 


Derwent Center, Delta 
604.540.1040 


Harbour Center, Vancouver 
604.255.6271 


Matsqui Center, Matsqui 
604.857.1365 


Valley Center, Abbotsford 
604.857.1265 


Victoria Center, Kamloops 
250.828.2808 


Alberta 

20th Street Center, Edmonton 
780.464.7174 

28th Street Center, Lethbridge 
403.327.7130 

127th Ave. Center, Edmonton 
780.478.8561 

Brandon Street Center, Calgary 
403.243.1821 

Great Plains Center, Calgary 
403.216.2653 

Mount Lawn Center, Edmonton 
780.479.4221 

Ogden Center, Calgary 
403.216.5650 


Saskatchewan 


Elliott Street Center, Regina 
306.352.9531 


Patrick Center, Saskatoon 
306.652.9955 


Manitoba 


Dawson St. Center, Winnipeg 
204.233.0237 


Jarvis Street Center, Winnipeg 
204.589.1835 


Ontario 


Bothwell St. Center, Chatham 
519.354.4600 


Walker Drive Center, Brampton 
905.793.2653 


Quebec 

Frigo Center, Montreal 
514.634.7011 
Washington 


Cascade Center, Lynden 
360.354.2138 
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KPMG LLP 
Vancouver, British Columbia 
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The Toronto Stock Exchange 
under the trading symbol “ICE”. 
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D. Chao 

604.255.4656 
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ANNUAL GENERAL 
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The Annual General Meeting 

of the Company will be held at 

The Fairmont Waterfront Centre Hotel, 
900 Canada Place Way, 

Vancouver, British Columbia 

at 11:00 a.m. on July 11, 2001. 
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